Federal Reserve System

(1) Taxes and fees prescribed by law
that actually are or will be paid to pub-
lic officials for determining the exist-
ence of or for perfecting, releasing, or
satisfying a security interest.

(2) The premium for insurance in lieu
of perfecting a security interest to the
extent that the premium does not ex-
ceed the fees described in paragraph
(e)(1) of this section that otherwise
would be payable.

(3) Taxes on security instruments. Any
tax levied on security instruments or
on documents evidencing indebtedness
if the payment of such taxes is a re-
quirement for recording the instru-
ment securing the evidence of indebt-
edness.

(f) Prohibited offsets. Interest, divi-
dends, or other income received or to
be received by the consumer on depos-

its or investments shall not be de-
ducted in computing the finance
charge.

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended
at 61 FR 49245, Sept. 19, 1996]

Subpart B—Open-End Credit

§226.5 General
ments.

(a) Form of disclosures. (1) The cred-
itor shall make the disclosures re-
quired by this subpart clearly and con-
spicuously in writing,” in a form that
the consumer may keep.8 The disclo-
sures required by this subpart may be
provided to the consumer in electronic
form, subject to compliance with the
consumer consent and other applicable
provisions of the Electronic Signatures
in Global and National Commerce Act
(E-Sign Act) (15 U.S.C. §7001 et seq.).
The disclosures required by §§226.5a,
226.5b, and 226.16 may be provided to
the consumer in electronic form with-

disclosure require-

7The disclosure required by section 226.9(d)
when a finance charge is imposed at the time
of a transaction need not be written.

8The disclosures required under §226.5a for
credit and charge card applications and so-
licitations, the home equity disclosures re-
quired under §226.5b(d), the alternative sum-
mary billing rights statement provided for in
§226.9(a)(2s), the credit and charge card re-
newal disclosures required under §226.9(e),
and the disclosures made under §226.10(b)
about payment requirements need not be in
a form that the consumer can keep.

§226.5

out regard to the consumer consent or
other provisions of the E-Sign Act in
the circumstances set forth in those
sections.

(2) The terms finance charge and an-
nual percentage rate, when required to
be disclosed with a corresponding
amount or percentage rate, shall be
more conspicuous than any other re-
quired disclosure.®

(3) Certain disclosures required under
§226.5a for credit and charge card appli-
cations and solicitations must be pro-
vided in a tabular format or in a promi-
nent location in accordance with the
requirements of that section.

(4) For rules governing the form of
disclosures for home equity plans, see
§226.5b(a).

(b) Time of disclosures—(1) Initial dis-
closures. The creditor shall furnish the
initial disclosure statement required
by §226.6 before the first transaction is
made under the plan.

(2) Periodic statements. (i) The creditor
shall mail or deliver a periodic state-
ment as required by §226.7 for each bill-
ing cycle at the end of which an ac-
count has a debit or credit balance of
more than $1 or on which a finance
charge has been imposed. A periodic
statement need not be sent for an ac-
count if the creditor deems it
uncollectible, or if delinquency collec-
tion proceedings have been instituted,
or if furnishing the statement would
violate Federal law.

(i) The creditor shall mail or deliver
the periodic statement at least 14 days
prior to any date or the end of any
time period required to be disclosed
under §226.7(J) in order for the con-
sumer to avoid an additional finance or
other charge.’® A creditor that fails to
meet this requirement shall not collect
any finance or other charge imposed as
a result of such failure.

9The terms need not be more conspicuous
when used under §226.5a generally for credit
and charge card applications and solicita-
tions under §226.7(d) on periodic statements,
under §226.9(e) in credit and charge card re-
newal disclosures, and under §226.16 in adver-
tisements. (But see special rule for annual
percentage rate for purchases, §226.5a(b)(1).)

10This timing requirement does not apply
if the creditor is unable to meet the require-
ment because of an act of God, war, civil dis-
order, natural disaster, or strike.
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(3) Credit and charge card application
and solicitation disclosures. The card
issuer shall furnish the disclosures for
credit and charge card applications and
solicitations in accordance with the
timing requirements of §226.5a.

(4) Home equity plans. Disclosures for
home equity plans shall be made in ac-
cordance with the timing requirements
of §226.5b(b).

(c) Basis of disclosures and use of esti-
mates. Disclosures shall reflect the
terms of the legal obligation between
the parties. If any information nec-
essary for accurate disclosure is un-
known to the creditor, it shall make
the disclosure based on the best infor-
mation reasonably available and shall
state clearly that the disclosure is an
estimate.

(d) Multiple creditors; multiple con-
sumers. If the credit plan involves more
than one creditor, only one set of dis-
closures shall be given, and the credi-
tors shall agree among themselves
which creditor must comply with the
requirements that this regulation im-
poses on any or all of them. If there is
more than one consumer, the disclo-
sures may be made to any consumer
who is primarily liable on the account.
If the right of rescission under §226.15
is applicable, however, the disclosures
required by 8§226.6 and 226.15(b) shall be
made to each consumer having the
right to rescind.

(e) Effect of subsequent events. If a dis-
closure becomes inaccurate because of
an event that occurs after the creditor
mails or delivers the disclosures, the
resulting inaccuracy is not a violation
of this regulation, although new disclo-
sures may be required under §226.9(c).

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended
at 54 FR 13865, Apr. 6, 1989; 54 FR 24686, June
9, 1989; 65 FR 58908, Oct. 3, 2000; 66 FR 17338,
Mar. 30, 2001; 72 FR 63473, Nov. 9, 2007]

§226.5a Credit and charge card appli-
cations and solicitations.

(a) General rules. The card issuer shall
provide the disclosures required under
this section on or with a solicitation or
an application to open a credit or
charge card account.

(1) Definition of solicitation. For pur-
poses of this section, the term solicita-
tion means an offer by the card issuer
to open a credit or charge card account

12 CFR Ch. Il (1-1-08 Edition)

that does not require the consumer to
complete an application.

(2) Form of disclosures. (i) The disclo-
sures in paragraphs (b) (1) through (7)
of this section shall be provided in a
prominent location on or with an appli-
cation or a solicitation, or other appli-
cable document, and in the form of a
table with headings, content, and for-
mat substantially similar to any of the
applicable tables found in appendix G.

(i) The disclosures in paragraphs
(b)(8) through (11) of this section shall
be provided either in the table con-
taining the disclosures in paragraphs
(b)(1) through (7), or clearly and con-
spicuously elsewhere on or with the ap-
plication or solicitation.

(iii) The disclosure required under
paragraph (b)(5) of this section shall
contain the term grace period.

(iv) The terminology in the disclo-
sures under paragraph (b) of this sec-
tion shall be consistent with that to be
used in the disclosures under 8§226.6
and 226.7.

(v) For an application or a solicita-
tion that is accessed by the consumer
in electronic form, the disclosures re-
quired under this section may be pro-
vided to the consumer in electronic
form on or with the application or so-
licitation.

(3) Exceptions. This section does not
apply to home-equity plans accessible
by a credit or charge card that are of
the type subject to the requirements of
§226.5b; overdraft lines of credit tied to
asset accounts accessed by check-guar-
antee cards or by debit cards; or lines
of credit accessed by check-guarantee
cards or by debit cards that can be used
only at automated teller machines.

(4) Fees based on a percentage. If the
amount of any fee required to be dis-
closed under this section is determined
on the basis of a percentage of another
amount, the percentage used and the
identification of the amount against
which the percentage is applied may be
disclosed instead of the amount of the
fee.

(5) Certain fees that vary by state. If
the amount of any fee referred to in
paragraphs (b)(8) through (11) of this
section varies from state to state, the
card issuer may disclose the range of
the fees instead of the amount for each
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